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UNITED STATES OF AMERICA 
COMMODITY FUTURES TRADING COMMISSION 


WASHINGTON, D. C. 


I hereby certify, pursuant to Title 28, United States Code, 


Section 1733, that each attached document is a true and correct 


copy of a documenc in my official custody as hereinafter 
described: 


In the Matter of Robert Haltmier, Respondent. - 
CFIC Docket No. 75-2 (Formerly CEA Docket No. 229) 


PART 1 OF 2 PARTS 
Complaint and Notice of Hearing under the Commodity Exchange 
Act, issued by Richard L. Felmer, Assistant Secretary of 


Agriculture, on jume 10, 1974; 


Respondent's letter dated July 26, 1974, requesting time to 
file answer, filed July 30, 1974; 


Administrative Law Judce's Extensi:n of Time for Filing 
Answer, filed Julv 


Respmdent:''s letter dated Angust 20, 1974, submitted as an 
answer, filed August 23, 1974; 


Complainant's Motion for Oral Hearing, filed September 9, 
1974; 


Administrative Law Judge's Order for Oral Hearing, filed 
October 9, 1974; 


Administrative Law Judge's Not.ice Scheduling Oral Hearing, 
filed October 24, 1974; 


Adninistrative Law Judge's Notice of Hearing Room, filed 
January 3, 1975; 


a 


a al rate aemenenemenatdtiammmenaseememn 
AORTA ANA mE ASR A saearseeepreseeaseeseronsmennronaennaenannteiasanen arsenate OE ROH BA 


’ 


ra 


‘TRANSCRIPT OF HEARING held at New York, 

New York, on January 16, 1975, (pages 1 
through 117 acs ga and Exhibits 1 
through 9 inclusive, are Items Numbers 

36 and 37 (PART 2 OF 2 PARTS) of this record. 


Complainant.'s Motion Pursuant to an Offer of Proof, filed 
‘ebruary 12, 1975; 


Complainant's Request for Extension of Time for Filing Briefs, 
filed February 25, 1975; 


Administrative Law Judge's Extension of Time for Filing Pro- 
posed Findings of Pact and Briefs, filed March 3, 1975; 


Administrative Law Judve's Receipt of Evidentary Material 
Subsequent to Close of Hear ing, filed March 27, 1975; 

Complainant's Sugyested Findings of Fact, Conclusicns and 
Order, and Brief in Support thereof, filed April 4, 1975; 


Respondent" s letter dated April 26, 1975, requesting exten- 
sion of time-to file answering, brief, filed April 30, 1975; 


Chaimnin Bagley's letter to hts eo Libert dated Jume 25, 1975, 
authovizing the Judge to comlete this case for Commdity 
Futures ‘radine Comission, 

Responient ' 
of tine to 


s letter dated July ° 97 requesting cxtension 
file answering brief, file pa 1D, 19/5; 


' 


Complainmt's Response to Motior Extension of Tine, 
filed, undated; 


Administrative Law Judge's Extension of Time for Filing 
Respondent's Brief, dated July 25, 1975, filed, undated 


Respondent's letter regarding mailing instructions, filed 
August 4, 1975; 


Respondent's reply brief, filed August 20, 1975; 
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Decision, issued by Administrative Law Judge John G. Liebert, 
on September 2, 1975; 


Office of Hearings and Appeals document showing distribution 
of the Judge's Decision with copy of return receipt card 
indicating proof of service of the Decision; 


spondent's Appeal of Decision of Judge Liebert, filed 
October 8, 1975; 


Division of Enforcement's Response in Opposition to Respondent's 
Appeal, filed October 28, 1975; 


Respondent's letter requesting another oral hearing, filed 
November 7, 1975; 


Office of He rings and Appeals reply to request for another 
hearing, dated November 12, 1975, returmed with note from 
Respondent ; 


Division of Enforcement's Response to Respondent's Filing 
of Novenber 7, 1975, filed Noveber 26, 1975; 


Respondent's letter dated November 26, 1975, requesting 
reopening, of hearing, filed Decenber 1, 1975; 


Respondent's letter dated December 8, 1975, regarding his 
brief ccaments to the Commission, filed December 11, 1975; 


Complainant's Motion in Opposition to Respondents Request 


to Reopen the Hearing, filed Iecember 16, 1975: 


Respondent's Answer to Motion in Opposition to Reopen 
Hearing, filed January 5, 1976; 


Order issued by William T. Barley, Chainmon, Commodity 
Futures ‘Trading, Coumission, on January 23, 1976; 


Respondent's letter dated January 24, 1976, as an additional 
coiment, filed January 27, 1976; 
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Respondent's letter dated March 19, 1976, regarding status 
of Appeal, filed March 22, 1976; 


Opinion Imposing Remedial Sanctions and Order Imposing 
Remedial Sanctions, issued May 5, 1976, by William T. Bagley, 
Chairman, Commodity Futures Trading Commission with proof 

of service; and 


Respondent's letter dated May 25, 1976, informing the Office 
of Hearings and Appeals that he wished to appeal the Commission's 
the United States Court of Appeals for the Second 


In testimony whereof I have hereunto 
caused the seal of the Coumodity 
Futures Trading Conmission to be 
affixed and my name subscribed in 
the District of Columbia 


this 24th day of June, 1976. 


William T. Bagley 
Chairman 


By ‘sf 
ey W. Gearhart —> 
Hearing Clerk 
Office of Hearings and Appeals 
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UNITED STATES OF AMERICA 
COMMODITY FUTURES TRADING COMMISSION 
WASHINGTON, D. C. 


I hereby certify, pursuant to Title 28, United States Code, 
Section 1733, that each attached document is a true and correct 


copy of a document in ny official custody as hereinafte: 


= In the Matter of Robert Haltmier  Responient - an 
t No. /5- commer ly t No. 229) 


PART 2 OF 2 PARTS 


37. Transcript of Hearing held at New York, New York, on 
Jamary 16, 1975, pages 1 through 117, inclusive; and 


38. Exhibits 1 through 9, inclusive. 


In testimony whereof i have here. ito 
_ caused the seal of the Commodity : 
Futures Trading Commission to be = = «2% 
affixed and my name subscribed in “ =~ 
. the District of Columbia 


this 24th day of June, 1976 


William 7. Bagley =" _-~- 
« “Chai = - . 


By /S/ 
Audrey W. Gearhart 
Hearing Clerk 
Office of Hearings and Appeals 
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UNITED STATES DEPARTMENT OF AGRICULTURE 


BEFORE THE SECRETARY OF AGRICULTUR& 


CEA Docket No. 229 


Robert Haltmier, Complaint and Notice of 
Hearing under the Commodity 
Respondent Exchange Act 
There is reason to believe that the respondent, Robert Haltmier, 
has violated the Commwcity Exchange Act ‘she act" (7 U.S.C. §1 et sea.) 
and the regulations csue pursuant thereto. In accordance with the pro- 
visioas ef suctions:'6(6) and 6(c) of the Act (7 .S.C. 9 and 136), this 
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The respuncenc, Rooert naltmier, an individual whose address is 97~ 
25 118 Street, Richaond “lil, New York 11419, was at ali times material 
hecean employ » tae firm of Conci-Commodity Services, lecated at 2 
Brogaway, New York, ck York. Av all times mareriai herein, Conti- 


Gownedity dDervices Was a registeres Tutures mission merchant under 


tue Act. 


Putin: che period rrom on of ; {i 18, 1972, through on or 
shore Oecober 10, 19 ’ Alberc Millet maintained a commodicy f 
accewat ac Conti-Comoaity Services, and during this period the respondent 


in such ucceunt. 
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Acting without the knowledge or authorization of Mr. Millet, the 
respondent made 208 traneactions for Mr. Millet's account, involving 
690 contracts in various regulated commodities. 

IV 

By reasons of the facts alleged in this Complaint, the respondent 
willfully violated section 4b of the Commodity Exchange Act (7 U.S.C. 
§6b). 

WHEREFORE, it is hereby ordered that this Complaint and Notice of 
Hearing be served upon the respondent and this proceeding shall be 
governed by sections 0.1, 0.2, 0.4(b), 9.5 through 0.22, and 0.28 of 
the Rules of Practice under the Commodity Exchange Act (17 CFR §§9.1, 
0.2, 0.4(b), 0.5 through 0.22, and 0.28). The respondent will have 
twenty (20) days after the receipt of this Complaint in which to file 
with the Hearing Clerk, United States Department of Agriculture, Wash- 
ington, D. C. 20250, an answer fully and completely stating the nature 
of the defense and admitting or denying, specifically and in detail, 
each allegation of this Complaint. Allegations not answered will be 
deemed admitted for the purpose of this proceeding. Failure to file 
an answer will constitute an admission of all the allegations of this 
Complaint and a waiver of nearing. The filing of an answer in which 
all of the matertal allegations of fact contained in the Complaint are 


admitted likewise shall constitute 4 waiver of hearing unless a hearing 


is requested. The respondent is hereby notified that unless hearing 
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is waived, a hearing will be held in New York, New York, at a place 
therein and a date to be specified later before an Administrative Law 
Judge designated to conduct such hearing. At such hearing, the responder * 
will have the right to appear and show cause, if any there be, why an 
appropriate order should not be issued in accordance with the Coumodity 
Exchange Act (1) prohibiting the respondent from trading on or subject 

to rules of any contract market and directing that all contract 

markets refuse all trading privileges to the respondent for such period 

of time as mey be determined, and (2) directing the respondent shall 

cease and desist from violating the Act and regulations in the manner 


alleged herein. Uune 10 197i 


Done at Washington, D.C. 


visor L. FELTNER 
Assistant Secretary 
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January 3, 1975 


SCELPY REQUESTED 


lr. Robert taltnier 


c/o ContiCom 


Divisicn of 
2 Broadway 
New York, 


4 
cdity Services 


Centinental Grain Company 


New York 10004 


Dear Mr. Halen 


fubj cets 


Enclosed is 
Notice of 
oeoecui ian: 
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copy of the Adnin nis 
Foou which has 


trative Law Judge's (Referee) 
peen filed in the above-eutitied 


testimony taken at the hcaring will 
through this office. If you 


ba made with the 


amen 
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Enclosure 


the enclosure 
the enclosure 


[Direct Examination of Norton D. Waltuch] - 


ne 


at least six months before this problem arose and somethin 
of that nature. 

I don't recall exactly. 

I don't have the figures in front of me or the 
dates, 
Q You know his first customer's man, if we can use 
that term, for the account executive, was when he started 
to trade with Conti? 
A Yes. It was an individual by the name of Jeffrey 


Silverman. 


Q You know approximately when Jeffrey Silverman 


left the firm of Conti? 


A If you refresh my memory, I can teil you. 
Q Approximately? 
A Well, it was, I guess, sometime in '72, 

We moved our office October -- I believe it was 
Sometime in the spring of '72. Im not certain exactly. 
Q How did Mr.Haltmier, since Mr.Millet was Mr, 
Silverman's account, how did Mr.Haltmier become Mr, 
Silverman's -- I'm sorry -- Mr. Millet's account executive? 
A Well, when we, when we dismissed Mr.Silverman, we 
took @11 of Mr. Silverman's accounts and just distributed 
‘them among the account executives. 
Q Just at random? 


A Just at random, yes. 
a. 10 


20 


oe Did the soonest executives contact the clients 

and inform them:of the situation? 
A Yes. That very morning -- I dismissed Mr. Silverman 
one evening and the very next sstiiene I had these accounts 


distributed to the account executives and then, of course, 


the ones that had open positions were called immediately 


and told that Mr. Silverman was no longer employed by -us, 
they would be handling the accounts, and that this was 
their vegetion wae what did, what did they want us te do 
with 1t? 
Q Okay. 

Very, very briefly, can you explain the circumstances 
surrounding Mr. Silverman's termination of employment? 
A Well, Mr.Silverman was dismtsed by us because I 
noticed a very diaturbing pattern of trading of his” and 
I was fearful that there was discretionary trading going 
on without the -- that shouldn't have been going on, 
Q Could you describe briefly what discretionary 
trading is? 
A Well, discretionary trading is handling clients’ 
accounts and buying and selling without their giving 
instructions. 

Okay? 

No, please continue, 


Weli, there are certain instances where discretionary 
a. il 


L MR. HALTMIER: No, sir. 

JUDGE LIEBERT: If not, I think you came here by 

subpoena? 
| THE WITNESS: Yes sir, I did. 

JUDGE LIEBERT: Thank you very much, sir, and since 
you probably are busy, you are excused. We will not need 
you further. 

THE WITNESS: Thank you, 

JUDGE LIEBERT: Unless you care to stay. 

(Witness excused.) 

JUDGE LIEBERT: All right, your next witness. 

MR. BADER: Your Honor, off the record? 

JUDGE LIEBERT: Off the record. 

(Discussion off the record.) 

JUDGE LIEBERT: We will have about a five minute 
recess now. > 


(Whereupon, a recess was taken.) 


| 
| JUDGE LIEBERT: On the record. 


Allrignt, will you call your next witness? 
MR. BADER: Yes, your Honor. 
I call Mr. Millet. | 
Whereupon, 
ALBERT F. MILLET, 
called as a witness, having been first duly sworn in by 


Judge Liebert, was examined and testified as follows: 
a. 12 


DIRECT EXAMINATION [of Albert Millet] 

Q (By Mr. Bader) Mr. Millet, would you please state 
your full name for therrecord? 
A Albert Farwell Millet. 
Q Where do you live, sic? 

In Santa Fe. 

Santa Fe? 
A New Mexico. 
Q During the period between January lst, and October 
3lst cf 1972, where was your permanent residence? 
A Well, I didn't really have one. 

My mailing address was 31 Anita Avenue, Syosset, Long 
Island and then I was in England for, I think until November 
of that year, from about the 18th of April. 

Q Of 1972? 

A Yes. 

Q What was your occupation, sir? 

A Artist. 

Q Mr.Millet, if it's possible, would you, in narrative 


form, tell us the circumstances surrounding your account 


with Conti-Commodity beginning from the time you initially 


established it, why you established it through the period 
you had it with Mr. Haltmier as your account executive? 
A Yes, sir. 


I started with Jeffrey Silverman. I gave him $5,900 
a. 13 


™ 
and I said, “Buy as many contracts of beans as you can with 
tnis money for a six month for a date at six months in teks 
future". the point being I was quite certain that, that 
they'd go up, holding themin a long positinn would give me 
long term capital gains after six months, whereas if you, if 
they were traded mare quickly I would have to use short 
term and then I kept getting these slips that I don't know -- 
sugar; pork bellies, you name it. 

And, finally, I wrote tne letter to Mr. Haltmier, no, 

I called -~- no, what did I do? 

Anyway, I told him to get off the account. 

I went in to see Mr. Haltmier when he was assigned to 
my account and I said, “I don't want any of this nervous 
business or spreads, purchasing pork bellies and cocoa and 
whatever, I just want as many futures, six months in tne 
future, as tne money will permit -- 

Q Perhaps -- 
A ~~ and I repeated this over and over and over again, 
and the only discretionary power he was to have was to sell 


a contract in case my margin was not high enough. 


Q Just in order to clear up points I think I'm going to 


have to take you through it. 
Starting from the beginning, approximately when did you 
oper an account with Conti-Commodity? 


A I wovld have said January. 
a. 14 


Q Of? 

A Of ‘72. | 
Q What prompted youto open an account with Conti-comedity 
Conti specifiéaliy? | 
A Oh, yes. 

I wrote, answered an advertisement in the Wail Street 
Journal, from Continental Grain in Chicago and tneysaid they 
woula send me booklets to inform me about the futures market 
if I were interested... 

Then I was kind or surprised to get a note from Conti- 
Commodities saying they were their agents in New York. 

I did indeed get some pamphlets and I had been wate ing | 
the Soy Bean market particularly. 

| You know, it's one of tne best sources of protein tnere 
is and tnere was a War in India and Pakistan and tne fish 
mill business in South America had gone bad, so I thought tha 
there was a chance of a profit in it. 

. ¢ So, basically you picked Conti through an ad in the 

| Wall Street Journal? 


A Yes, Continental Grain. 


Q Okay, Continental and Conti was testified earlier this 


i 
| 


morning asbeing an affiliate or subsidiary of Continental 
Grain? 
A Yes. 


Did you discuss coonoett ie 8s with any of your friends or 
pa 


relatives? 
A Yes. 
Who would that pe? 


Well, one is a friend or Earl Butz, as a matter of 


Let's refrain from that. 

He's a step-relative, step-cousin, and he works in 
Wall Street. 

I asked him what he thought about Soy Beans futuw es 
and he advised me to stay away from them and my cousin who 
works in LaSalle Street, Chicago, advised me tostay away from 
them, mt I thought I knew more about it than they did and 


numerically, I was right. 


in your name in order to trade Soy Beans for, as you put it, 
or suggest, long term capital gain? 
A Yes. 


@ 


Q DO you remember the circumstances surrounding the 


Q So you went to Conti-Commodity to open an account 
| 
| 


termimation of Jeffrey Silverman as your account executive? 
A No, I don't remember. 
Q How did you first become aware that Mr. Haltmier was 
yoe account executive? 
| A T believe he called me and said that he had been given 
| my account. 


I went into the office within a few days of the telephone 
a. 16 


57 
call and said the same thing, t a /*° wanted long term profit. 


Q Now, he called you and you wert into the office to 
discuss your account with him? 
A Yes. 
Q At that time what was the status or your account? 
A It had bedén terminated, as the discussion with Mr. 
Waltuch shows, and I wanted to start all over agvin, so I 
got up some more money and we went away to the races. 
Q You wanted to start up all over again? 
A Yes. 

do you mean? 

were you trying to start? 

The account was so unclear because it was so mixed up 
with things I didtA't know about and didn't want; to sell 
everything. 

Then we'll know exactly where we stand so we can start 
with my original theory. 

Q Would you tell us, if yo remember, as clearly as 


possible, the exact words you used when you gave Mr.Haltmier 


occurred, if you remember? 


his initial instructions, and approximately when that | 


A I don‘'tremember the exact words. 
The intent of what I said andrepeated it was that, 
"Buy as many futures with $5,000 as you could and hold tnem 


“for six months." 
a. 17 


Buy as many futures? 

Soy Beans. 

Soy Bean futures. 

Did you suggest > specific month? 

Well, whatever six months from tkt time was. 

I think it was November, wasn't it? 
Q Do you remember whether or not it was November? 
A We are talking about April, May, June, July, August, 
September, October -- well, it may have been September. 
Q Well, let me show you a copy marked Exhibit 2 for 
Complainant to refresh your, recollection. 


I request that youlook at the second page of that 


Exhibit and you will norice that the account number here is 


2005 which was testified to as being Mr. Haltmier's account. 
A Yes. 

And that occurs around March 16, 1972. 

Does that refresh your recollection approximately when 
Mr. Haltmier assumed his role as account manager for your 
account, account executive? 
A Well, it seems reasonable. 

I couldn't say yes for sureand I woulan't say no for 
eure. 
Q But you would say that at thetime he did assume that 
wle you instructed nim to liquidate all positions in the 


account and just to maintain a six month future in Soy Beans 


a. 18 


A Yes. 


Q And your intent, again, was to maintain long term 


Capital gains? 
A Yes. 
There is another aspect to it. 
As the ~~ I anticipated the beans to go up in price. 
That woul - show a Paper profit which was then to be 
used to buy more contracts, six dates -- six months from the 
date of the purchase. 
Q Did Mr. Haltmier have discretion, total discretion 
to purchase dad tnae. quote pyramiding scheme, this purchas 
ing of additional six month futures after sufficient profit 
had been shown in your account? 
A Yes. , 
Q Did he have discretion go to ahead when he felt the 
margin was sufficiently in excess of the need to purchase 
additional contracts? 
A Yes. 
Q Did you give Mr. Haltmier at that time when he firat 
&ssumed his position as your account executive any other 
discretion concerning your account? 
A Just to sell to keep mymargin up if it were necessary. 
Q Specifically, sir, do you remember what you told him 
should the margin fall below the required margin, if the 


margin in your accaunt fell below the required margin? 
a. 19 


Sell one of the bean.:contracts to cover it. 

Was that the first thing he should do? 

Do you remember specifically what -- 

A Weli, if it were a small sum, under $500, he was to 
call Mrs. Eastment and then I believe the next order, the 
next in order would be to sell a contract. 

Q For what purpose was he to call Mrs. Eastment? 

Well, if it were a small sum. 

MR. BADER: Excuse me, let tne reflect the lady to whom 
he refers to, Mrs.Eastment, is -- let me get her exact name, 
is a lady who was subpoenaed by Judge Liebert enJanuary jrd. 
Q (By Mr. Bader) I'm sorry. 

Now, if there was a small sum? 

A Then that would be supplied by Mrs. Eastment who had 
my power of attorney to write a check. 


Q Would Mrs. Eastment supply thatfrom her own funds: 


A I don'tthink, so. 


She could write a check on my account. 

She could write a check on your account? 

Yes. 

Did she have authority to sign checks on your account? 
Yes. 

Was that authority supported by any power of attorney? 


Yes. 
. 20 


MR. BADER: Your Honor, I apologize, but this power of 
attorney came to my ‘ “tention yesterday and we have only .. 
copy. 

Sufficient copies wiil be produced before theend of the 


hearing, during lunch break. 


I request that be marked as Exhibit 4 for Complainant. 


JUDGE LIEBERT: All right, the document sc described is 


marked Exhibit 4. 
} 


(Whereupon, above referred to 
document was received and mark ed 
Exhibit 4 for identification, 
of this date.) 

JUDGE LIEBERT: You will supply the copies later. 
Q (By Mr. Bader) Sir, I show you a copy of an Exhibit 
marked Exhinit 4. 

Is that a true and exact copy of tne power of attorney 
that you signed for Mrs. Eastment? 
A Yes. 

What is the date of tnat power? 
| 
| a It looks like March 8tn. 
| Q Do you know when the power was teminated? 
2 A No, I dont. 
| Is it still in existence? 
| No. 


Was it in existence in the beginning of 1974? 


I believe not. 


Was it in existence in the beginning of 1973? 
A Quite likely. 
Q So we can say, then, during the entire period January 
through November of 1972, Mrs. Eastment held power of 
attorney to sign checks for you ek wee instructims to 
Mr. Haltmier were tnat, should margin fall below, he should 
go to Mrs. Eastment? 
A That would be step number one. 
Then to sell to cover. 
JUDGE LIEBERT: Excuse me. 
What was that amount again? 
Whicn was the limit ..cs. Fastment cou supply? 
Was it $500? 
THE WITNESS: $500. 


JUDGE LIEBERT: Did you know what the amount or what 


, 


the margin of a particular contract was to determine whether 
$500 represented an account or was less or more than the 
margin necessary for an account? 

THE WITNESS: The margin for one future was $750. 

JUDGE LIEBERT: Then you knew tnat at the time wnen you 
put the $500? 

THE WITNESS: Yes. 

JUDGE LIEBERT: Very well. 
Q (By Mr.Bader) Mr. Millet, did I meet witn you prior 


to this hearing on or about Monday of thls week -- I'm sorry »4 
a. 22 


Tuesday of this week? 
A Tuesday, yes. 
Q Did I supply you with copies of the Exnibits marked 
Exhibit 2, which I have in front of you, I think? 
A Yes. 
Q | Did you review that Exhibit to determine whicn of aaa 
contracts authorized Mr. Haltmier to trade for you? | 
A Well, no, I didn't. 

As a matter of fact, because theonly ones that were 
aithorized were the six month futures. 
Q For thesix months futures in tne Beans? 
A Yes, and it seemed pointless to go throuch the whole 
lot because theyjust weren't authorized. 
Q Were copies of these statements of account of purchase 
and sale mailed to you? 
A I expect they were. 


Did you receive them? 


Q 
A No. 
Q 


Is there any reason thtyou didn't rece ve them? 

Yes. 

They were sent to Syosset and I was in England. 

Approximately when did you go to England? 

I left New York about the lst of April. I went to 
Fort Lauderdale and took a boat from there. 


I was traveling with friends. 
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63-A 
Q Prior to going to England, did you meet or talk with 
Mr. Haltmier and instruct fim concerning your account? 
oe Yes. 
Q Could you tell us -- 
| A The same thing, stay with the beans, and my English 
address I gave him. 
Q Stay with the beans, and you gave him -- for what 
purpose did you give him your English address? 
A In case he wanted to get in touch witn me. 
Q Did you suggest that he do anything with these P & § 
statements while you were abroad? 
A There shouldn't have been any. 
The thing is it's so terribly complicated and I thought 
it was goingto be simple and when I did't get any P & § 


statements I thought, splendid, somebody is finally doing 


what they were asked to do. 


Q Why did you think that? 

Doesn't that mean bought and sold? 

Purchase and sale, yes. 

Because tne only one that should have been was six or 
seven contracts for beans. 
Q Plus those contracts that might have been purchased or 
sold for your account with regard to the margin as you have 


24 | Previously testified? 


25 A Oh, all right, fair enough, yes. 


t 
i 
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Q While you were overseas in England, dia you follow the 


Soy Bean market? 
A I did. 
Q Thr ugh what media did you follow it? 

New York Herald Tribune. 

it was still publishing tnen? 

No, it's the Paris edition. 

Did you follow it daily? 
A Not quite, because it took from about, oh, about a mont 
to get my subscription workinc. 
Q So, approximately from about what time to what time did 
you follow it? 
A Let's see, 18th, 18th, probably around the lst of June. 
Q Around the first of June you started receiving your 
copy of the Herald, the Paris edition? 
A Yes. 
Q Did you follow it daily then, the movement of Soy 
Beans? 
A Yes, pretty closely. 
Q Was there any sudden or unexpected price -- let me 


rephrase that. 
| 


q 


During the period you were following the price movement 
of Soy Beans did the prices suggest to you that additional 
contracts should have been bought or sales should have been 


made in order to maintain your margin? 
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A The prices were constantly going up and I would have 
expected that I woul have nad my contract bought for my 
account. 
Q When contract are bought are statements or accounts -- 
purchases and sales sent? 
A They would have been, I thought. 
Q The monthly activity statements, those documents tht 
are marked as Exhibit 1 -~- is there a copy over tnere? 

During the period yo were in Europe, did you receive 
copies of this monthly statement? 

A No, I didn't. 

Q Didn't this put you onyour guard as to irregularities 
that might have occurred in your account? 

A No. Around the lst of July I went to the Continent, 
met Mrs.Eastment in Venice I believe and then I was, was out 
of touch, so at that time she told me that there was an awful 
lot of mail from Conti coming to her house in Syosset. 

I didn't know wha to make of that, nor did I know what 
to do about it, being in Venice, and I believe the house was | 
rented. 

They were piling up in the Post Office. 


Q If monthly activity statenents -- are they sent to you 


8s ent to you every month? 


every month by Conti-Commodity or were they, I should say, | 


A I believe they were. 
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Q Did you give Mr. Haltmier any directions concerning 


the monthly activity statements as to where to send them waal¢ 
1 
you were abrosd? 


A Well, yes, I gave him my English address. 

Q You gave him your English address? 

A Yes. 

Q You expected all correspondence cormerning your account 
to be sent to that address while you were abroad? 
A Yes. 

Q Did you, in fact, receive any docunm nts from Conti- 
Commodity at tnat time? 

A No. 

Q Not having received the monthly activity statements, 


did this put you on guard concerning transactions in your 


account, specifically the monthly statements for April and 


May, since you suggest you left for tne Continent in June? 
& Well, I didn't get anytning. 

You see, I just thought everything was being carried 
forward. 

Actially, I don't understand your question. 
Q The question is, you expected or you should have expected 
monthly activity statements to be sent to your address in 
England. 
A Yes. 


Q And should you have gotten them and should you nave 
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reviewed them you would have found that the activity in your 


account was either to or in accordance or not in accord 
with your instructions. 

My question to you is, if you had not received these, 
as you had given Mr. Haltmier instructions to send them to 
you, why didn't they put you on guard whether they were or 
were not being placed in your account? 


A Well, I, I can't remember my emotions about it. 


I was fairly greatful not to get any mail and that is 


the only thing I can remember about . 

Q Were you in contact with Conti at all? 

A I telephoned them twice. 

Q You telephoned them twice? 

A Yes. 

Q Did you receive any communication from them, from 
Conti to you while you were overseas? 

A NO. 

Q What happened when you returned to the States after 
your stay in Europe? 

A Well, I discovered that the account was as confused 
as it had been with Jeff Silverman, so I just said, "Sell it 
out and quit." 

Q How did you discover thac? 

A Because, all or a sudden here were all tnese bought 


and sold things. 


I found I had been in and out or pork bellies -- 
Did you have all the P & S statements in front or . 
A No. 
Q How, sir, did you find out all these transactions 
had occurred in your account? 
A How did I find out? 
Q Yes. 
Because some of them hadn't been burned, the P & S. 
What do you mean, hadn't been burned? 
Well, as I understand it, when Mrs. Eastment got back 
trom Europe she went to get the mail at the Post Office 
and was overwhelmed with theamount of paper work from Conti, 
so she pitched a lot or it in the fire. 
Q Did you ever discuss yow commodity trades with Mrs. 
Eastment? 
A Constantly. 
Q Was she aware that you had an account in Conti-Commodit 
Services? 
A Yes. 
Q When she received all the mail, wasn't she concerned 
something out of the ordinary mignt be taking place? 
I expect she did. 
Why didn't she -~ you wouldn't know. 


(Laughter. ) 


When you became aware of all the activity in your 
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account, whatdid you do then? 

A I told tnem to close it. 

Q Told who? 

A Well, I must have told Mr. Haltmier. 

Q Do you remember approximately when you told mr. 
Haltimer? 

A Weil, no, I don't, but it -- I think it would be 
reflected here, wouldn't it? 

Q You tell me. 

A Okay. 

The final transactions looks like it took place on 
October 3lst, it couldn't have heen but a few days before 
that tnat I told tnem. 

Could I take a look at Exhibit 3? 

Please do. 


Oh, tnat, is that what I wanted? 


JUDGE LIEBERT: That's your letter. 


THE WITNESS: Oh, we haven't got tne otner thing in, 
my passport thing. 

MR. BADER: At this time, your Honor, I wald like to 
have marked for identification as Exhibit number, I tnink, 
5 is the next number? 

JUDGE LIEBERT: Five. 

MR. BADER: A copy of pages thac appear to be Mr.Millet'g 


Passport, front and back with nocations on tne back, that are 


IE eam 


dated at various times duringl972. | 


2 JUDGE LIEBERT: The document so described is marked 


3 for identification as Exhibit 5. 


‘ (Whereupon, above referred to 
\eeee document is received and marked 

’ Exhibit 5 for identification, 

. of this date.) 

7 Q (By M. Bader) Mr. Millet, do you recognize this 

8 document? | 

9 (Handing to the witness.) | 

10 A Yes, I do. 

nN Q And what, sir, is it a photostatic copy of? * 
= 

12 A Of my passport. 

13 Q Do you recognize that to be a true and exact copy? 

14 A Yes. wut 
| alll 

15 Q Does that aide you in your recollection of on or about | a 


when you became aware that all this activity had occurred? 


A What I wanted to find out is -- I left London to fly 
back to this country on tne 28th of October. 


asked tne 


What I am searching to find out -- you 
question do I remember what date? 


21 Q Approximately? 


A I:told them to close out tne account -- well, I would — 


approximately, it was the 29th of October. 


ig Q Did you receive any communication from Mr. Haltmier wol 


you were in Europe? 
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Yes, I did get a letter, but I can't read his handwriting 


t 


50 I don't know what it said. 

MR. BADER: Your Honor, couH we have 4 few minute 
recess while I get a stapler? 

JUDGE LIEBERT: All right, we will be in recesé for a 
few minutes. 

(Whereupon, @ short recess was taken.) 

JUDGE LIEBERT: On the record. 

MR. BADER: Your Honor, I ask this be marked for 
identification as Exhibit 6- 

JUDGE LIEBERT: I am handed a copy of what appears to 
be a handwritten letter with a Copy of tne envelope addressed 
to Albert Millet and postmarked July 12, 1972. 

The enctosed letter to Mr. Miliet from Bob Haltmier, 
the sum and substance of it is it appears to be a letter 
dated July 13th, 1972 from Bob Haltmier, the Respondent, 
sent to Mr. Millet at an address in Cheshire on July 12, 1972 


The documents are marked for identification 4s Exhibit 


(Whereupon, above referred to 
document was received and marked 
Exhibit 6 for identitication, of 
this date.) 


Q (By Mr. Bader) Mr. Millet, do you recall receiving 


that document? 


A Yes. 


After getting back from the continent at the end cf 
August -- 
Q Beg your pardon? 
A After getting back from the Continent at the end of 
August, beginning of September. 
Q where was that letter or document addressed to? 
Would you look at the first page? 


Yes, It was addressed to the wrong address. 163 Chester 


I'm not even sure it exists. The proper address is 


Q You say that the only time yaigot a copy of that letter 
is whenyou returned to the Continent? 
A Returned from tne Continent. 
Q To? 
To England. 
Do you know when on or about you returned to England? 
If you refer to your passport -~ 
A Well, it looks like, it says 19tn of August, but I 
believe it was later than that. 
Q Well, sir, do you remember approximately when yam 
returned? 


A I would have said the middle of September, no? 


1 
| Q You returned to the Continent from England on or about 


September 15th? 


A That would have been my guess, but this shows 


to Dover on the 19th of August, so that must be it. 


Q What did you do when you received that letter 


Mr. Haltmier? 

A I tried toread it. 

Q Okay, and what were you able ta.make out from 
letter? 

A Nothing. 

Q It was totally blank? 

A Well, I'll try to read it now. 

I got the "Mr. Millet" part and I can read the comma 
and the date. 

Last night, illegible, unusual, July -- 

Okay. 

Rather than do that, let me just ask you, did you 
respond to this letter at all? 

A No. 

I simply couldn't read it. 

You didn't respond? 

This letter coulda have said, "We have just made a 
million dollars, the Soy Bean spread went up" and you weren't 
concerned at all? 

A, That's what I expected it to do. 
Q All right, sir. 


MR. Millet, anytime during January through October of 
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74 
1972, other than the discretion you have discussed previcusly| @ 


concerning the situation shouldyour margin increase or 


| 
t 
' 


decrease and additional six month bean futures be pu. :hased 
for your account accordingly or sold accordingly, was any 
other discretion given to Mr.Haltmier? 

A No. 

Q When it came to your attention that Mr.Haltmier had 
made all of these trades, which you suggest he did not have 
discretion to make nor had you ordered, what did you do then? 
A Closed the account. 

Q Would you explain the circumstances of how you closed 

t he account? 

A Well, I must have telephoned Mr. Haltmier and said, 
"Close it out." 

Q Did you write a letter to anybody? 

A I don't believe I did. 

Q You just went to Mr. -- why did you expect Mr. Haltmier 
to comply with your instructions then? 

A Because I was back in this country. 

Q And did you, in fact, close out your account? 

A Yes. 

Q Would you please explain to the Court tne circumstances 
of sending of tne letter of September 12th, which is marked 
for identification as Exhibit 4, I think? 


A To Mr. Waltuch? 


To the Executive Vice President of Conti-Commodity. 

I haven't got a copy. 

Oh, yes. 

The circumstances were -- what's the date on it? 

That Mrs. Eastment had written me that a lot of mail 
had accumulatedfrom Conti-Commodity. 

She had opened some otf them and found P & § slips 
and then I was confused because I knew, I knew Mr. Haltmier 
had my English address. 

I didn't know why y were goingto Syosset. I was 
also angry because, with all tnat mail it means there were 
a lot of trades. 

I didn't remember Mr. Waltuch's name and -- but, anyway 
he got the letter, apparently understood my instructions, 
because they seemed perfectly clear, but I never got a reply 
from him. 

Q Why, sir, didn'tyou do anything when you didn't get a 
reply from him? 
A Well, at that point, x had, I did’t know what to do. 

I had written a letter. I complained. They fired 
Silverman. 


I tried everything I could do that I could tnink of 


to have very simple instructions followed. 


Q Not having had a response to your letter to the Executive 


Vice President, which was sent by September 12th, what did yo 
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Weren't you surprised that “o response came, that :o0 
action was taken? 
A I was. 
Q And if you were surprised, what did you do in order 
to try to rectify the situation? 
A Well, my return to this country was not tnat far off. 
I felt, well, I would just have to let it go until I 
get there. 
Q When you did get back to the States, still having 
received no communication from Conti-Commodity, what did you 
then do? 
A Closed the account. 
Q Cne last point, Mr. Millet. 
You s"ggested that you told Mr.Haltmier only to trade 
in beans. 
Why only beans? 
That's the only thing I knew about. 
Q Did you study beans, you followed beans, aside from the 
papers, you studied crop reports, et cetera? 
A Yes. 
MR. BADER: I have no further questions, your Honor. 
JUDGE LIEBERT: All right, Mr. Haltmier, do you have 
any questions? 


MR. HALTMIER: No. 
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JUDGE LIEBERT: Are you familiar wth whet these 
writings are in the sense that do you understand what's «c:; 
some of these documents? 

THE WITNESS: Not completely, no. 

JUDGE LIEBERT: Then I won't ask you about them. 

Do you know, during the course of these transactions 
did, in fact, Mrs. Eastment issue any checks to Mr. Haltmier 
for additional margins at his request? 

THE WITNESS: I believe she did not. 

JUDGE LIEBERT: I assume she will be here to testify, 
so she will know. 

You did not put any money in addition to the original 
amount of $5,000 into your account? 

Did you? 


THE WITNESS: When the account cnanged from Silverman 


to Haltmier, I did have to put in some money to bring it 


up to snuff again. 

JUDGE LIEBERT: You then put in some money because 
of the condition of your acceunt? 

THE WITNESS: Yes. 

TUDGE LIEBIRT: Very well. Tnank you. 

That's all I have. 

THE WITNESS: Thank you, your Honor. 

(Witness excused.) 


MR. BADER: Your Honor, I move that the exhibits 
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introduced through the testimony of Mr. Millet be entered as 
evidence into the recard. 
JUDGE LIEBERT: Any objection? 
MR. HALTMIER: No. 
JUDGE LIEBERT: Very well, Exhipits 4 -- copies to be 
supplied -- Exhibits 5 and 6 are received in evidence. 
(Whereupon, Exhibits 4, 5 and 
6 heretofore marked for identifica- 
tion, were received into evidence 
of this date.) 
JUDGE LIEBERT: All right. 
MR.BADER: Your Honor, I call at this time Mrs. Eastment 
JUDGE LIEBERT: All right. 
Mrs. Eastment. I'll swear you. 
Whereupon, 
ELIZABETH C. EASTMENT 
called as a witness, having been first duly sworn in by 


Judge Liebert, was examined and testitied as follows: 


DIRECT EXAMINATION 


Q (By Mr. Bader) Mrs. Eastment, would you state your 


full name for the :record? 

A Elizabeth C. Eastment. 

Q And your address? 
31 Anita Avenue, Syosset. 
Where are you employed? 


At Syosset High School. 
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In what capacity? 

As a teacher. 

How long have you been soemployed? 

Eight years. 

Do you know a Mr. Millet? 

Oh, yrs. 

How long do you know Mr. Millet? 

I've known him for about ten years. 

Did you discuss his commodity purchases witn him? 

Oh, yes. 

We were both very interested in getting rich in Soy 
Beans, but I didn‘tput any money in and he did. 

MR. BADER: Whichis even funnier. 

THE WITNESS: Even worse. 

Were you aware of his activity in commodities? 

Were you aware that he had gone down and epened an 
account? 
A Oh, yes, oh, yes, definitely and it was strictly 


Soy Beans. because that's all we knew about. 


We knew -- we felt we knew what was going to happen 


with Soy Beans. 

Q Did you know of his intent when he purchased the 
contracts other than making a million dollars? 

A Yes, the long term gains, six months and making a 


million dollars. 


Q You wanted to hold tne long term gains only six months 
and only in Soy Beans? 
A Yes, only six months. 
Q As a school teacher, doyou have July and August off? 
A Yes, I do. 

Every summer? 

Yes, every summer. 

MR. BADER: I envy you. 

THE WITNESS: It‘s very nice. 
Q In 1972, how did you spend your summer vacation? 
A I went to Europe with my son in the end of June and 
we toured around Switzerland and went down to Venice where 
we met Mr.Millet and I believe it was at that time that I said, 
"I am so tired of all this mail from Conti-Commodity that's 
cluttering up my house. Will you please write to them and 
tell them to change the address," or something end that was 
all, because I hadn't opened any of tnat mail. 

You want me to trace my -- 

No, when did you leave for Europe, approximately? 

I would say about the 25th of June. 

And-- 


A And Ireturned about mid August I would say. 


Q When you returned in August of 1972, did you find any 


mail from Conti to Mr.Millet? 


A Yes. My house was rented for the summer, so the mail 
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had been held all that time at the Post Office. 

I think my daughter and I picked it up when I went up 
to Maine where I started reading it and thought, “Oh, my 
heavens, there is more of this commodity stuff." 

I was really fed up with it by then. 

I had tostate, first, that my assumption, of course, 
first, this was junk mail because anything of importance 
would have been sent to Mr. Millet in England, and I have 
a stock account and I don't get this kind of stuff except 
advertisements once in a while, so I attached no importance 
to it. 


I dont want to appear stupid, but everything is 


obviously beingdiplicated and being sent to England. 


I then -- when we got up to Maine -- thought, before 
I burn them all up, I will open one and see wnat it Was. 
This was in August, and I find -- 
Now, wait. 
You came back from Europe? 
Went directly to Maine. 
You went dicectly to Maine? 
A Yes. 
Q Did you give the Post Office any instructions with 
regard to your mail when you left from Syosset to Maine? 
A I think I took, I picked it all up and I think had it 


forwarded to Maine. I'm not sure about that. 
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They may have held some after that, but there was 
enough there to keep me busy. 
Do you want me to go on? 
Q Please do. 
A I opened one or these documents and was astounded to 
see things like pork bellies, sugar futures, and all sorts 
of things that I knew nothing about and I was sure Mr. Millet 
didn't and I did write immediately then and say, "You may not 
know it,but you in pork bellies and Soy beans, I mean sugar 
futures and -- 
Q When did you inform him of tnis, approximately? 
A I would say late August. 
It probably was around -- in England in late August, 
you know. 
Q While Mr. Millet was in Europe or on or about April 
18th, did he give you any instructions concerning his 
commodity acmunt, more specifically -- more specifically 
concerning any communication you might have with Mr. Haltmier 
regarding this commodity account? 
A No, I don’t even recall being told I could write checks 
up to $500. 


I didhave the power of attorney, but it was, as far 


ssn caesarean cee senators San re enenaieonerenrrentenren soe eseieeeeneeetteeeeeemee 


eas I felt at the time, it was a closed thing, as far as I 


knew, that it was all being transacted from England. 


Q Did you, in fact, receive any communications from Mr. 
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Haltmier during the period? 
A No, I didn't. 

MR. BADER: I have nothing further, your Honor. 

JUDGE LIEBERT: Mr. Haltmier? 

MR. HALTMIER: No questions. 

JUDGE LIEBERT: Thank you. 

I have no questions. You may step down. 

(Witness excused.) 

MR. BADER: Your Honor, I only have one otner piece of 
evidence which is being prepared now and that is the exact 
margin calls, the margin price requirement of the Chicago 
Board of Trade during the period. 

JUDGE LIEBERT: All right. 

This is, you say, being prepared? 

MR. BADER: It is being prepared, yes. 

JUDGE LIEBERT: Is it ready for submission? 

MR. BADER: It will be ready in -- 

MR. PRINCE: A few minutes. 

MR.BADER: -- five minutes. 

JUDGE LIEBERT: All right. 


With tne presentation of that, does that conclude your 


MR. BADER: Yes, sir. 


JUDGE LIEBERT: Allright, why don't we go orf the 


record? 


ek kk 


(Direct Examination of Robert Haltmier] 


JUDGE LIEBERT: All right. 

Anything further. Mr. Haltmier? 

MR.HALTMIER: No. 

JUDGE LIEBERT: I have nothing. You may step down. 

(Witness excused.) 

MR. BADER: Your Honor, at this point the complainant 
has completed its case. 

JUDGE LIEBERT: Very well. 

Off the record. 

(Discussion off the record.) 

JUDGE LIEBERT: On the record. 

All right, Mr. Haltmier. 
Whereupon, 

ROBERT HALTMIER 

called as a witness, on his own behalf, having been first 
duly sworn in by Judge Liebert, was examined and testified 
as follows: 

THE WITNESS: Well, the first thing tnat we'r# talkint 


about, margin requirements, I suggest it be investigated 


further, because I am sure the margin requirements went up 


subsequent to the date when the November Soy Bean position 
was taken and I know that I discussed it with Mr. Millet and 
I don't understand the numbers that were presented. 

It's a question of fact. I tnink tney have to look inta 


it, but I don't understand it. 
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JUDGE LIEBERT: If I may interject here, because 


I realize you don't have counsel and you are not proceediig 
in a question and answer method, which is usual, let me ask 
you: 
EXAMINATION 

Q (By Judge Liebert) Do you know from your recollection 
what the margin requirements were, if tney were different 
from that which has been testiried to? 
A Well, I am not sure whether they were 500 raised to 
750 or 750 raised to a 1,000. but there was about a $200 
increase in margin requirements. 

I believe I told that to Mr. Millet,r think. 

Now, which margin were you talking about? 

The margin ~- 

For spreads? 

No. For an outright position of long or short Soy 
Beans. 
Q It is your understanding that that margin position 
increased from either 500 -- 
A To 750 or from 750 to 1,000, about a $250 increase in 
margin requirements after Mr. Millet's position was taken. 
Q And wha was his position taken by ya ? 
A Well, accordingto this last statement, it was on -- 


it looks like March 27th and then additional, one additional 


contract was added on this pyramiding plan and it looks like 
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April -~- 5/16/72, another one 6/2/72. 
MR .BADER: What was that last date? 
THE WITNESS: According to this statement it's very 
difficult to read it, it looks like 6/2/72. 
BADER: That's the statement of what day? 
sorry. 
WITNESS: October llth. 
BADER: Okay. 
WITNESS: That's the close out. 
Q Judge Liebert) The close out would reflect what 
additional purchases you made? 
A Yes. 
Q Now, is it myunderstanding, from what you just said, 
that. in accordance: with your instructions when the account 
reflected tne profit tnat you would go in and buy additional 
contracts under the so-called pyramiding method that you 


purchase additional contracts? 


Q Initially, I mean, and how many contracts did you 
| purchase under this plan? 


A Initially there were 25,000 bushels or five contracts. 


ae | 


I'm not saying this from memory, but from what I am 
reading here. 
Another contract for 25,000 bushels on the 16th and 


ancther one at June 2nd. 
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Q Now, applying the margin, and tnat presumably exhausted 


| 
the margin or the amount ot money wnich was up? 


A Yes. 

Q How much money would be involved in the margin far 
those purchases it they were the initial purcnases? 

A I'd like to make cne point, in this way: 

I had a misunderstanding as to a margin requirement 
being retroactive. 

It was my understanding tnat wiien a margin requirement 
was set by the Board of Trades on a contract and they changed 
it that the old margin still applied to the old contract, 
and there was considerable confusion, I tnink about it, in tn 
whole commission business at that time, on that matter, and 
tothe extent that they put a special notice to everyone, 
Commodity -~ saying that the Board of Trades had Passed a 
rule one and a half years earlier that all margin changes are 
retroactive. 

I was not aware or tnat and I, in fact, I told Mr. 
Millet tnat the old margin requirements would continue to 
apply to his contract. 

Q Well. now, whendid you tell Mr. Millet this? 

A Well, after the contracts were taken, the intial five 
contracts. 

Q Let's back up. 


Let's stop rignt tnere. 
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Yes. 
What date were those five contracts taken by you? 
It was March 27th. 


Subsequent to March 27th, I am sure that there was 


an increase in the margin requirements. 


Q 


A 


Q 


So you had five contracts on Marcn Zith? 
Yes. 


And what would be tne amount of margin requirement 


to cover tnose five contracts, or howmuch was used to cover 


them, because it's a simple question of subtracting -- 


A 


A simple question or what the margin requirements were 


times five. 


Q 


A 


I'm not sure whether it was 500 or 750. 
You can divide the value by -- 


If it was $500, the margin requirement would be 


2,500, but if it was 750 it would be 2, 750. 


Q 
A 


Q 


Now, you started witn out $5,000 thougn? 
Yes. 


So you could have purchased six or maybe seven for 


that amount of money. 


If it were $500 you coula have purchased ten contracts 


for that or if it were 750 you could have purchased something 


less than thac, seven and a half or at least ceven. 


Now, why keep cash in the account it your instructions 


were to utilize tnis amount of money to purchase Novemper 
beans if what I'm trying to get at. 
A All right. 

Mr. Millet's instructions were that he wanted the 
first five contracts and, then, if the market started to go 
up to a certain point, then I was to add the two. 
Q I see. 

Your instructions were to purcnase five and the rest 
was a cushion? 
A In other words, there was a little cushion in tne first 
five, apparently. 

I don't remember specifically. 

And tnen, at a certain -- if Soy Beans got to a certain 
level, I was to purchase two additional contracts. 
Q All right. 
A I think we left it if it looked okay to me that I 
would do that. 


Q What else were his instructions to you? 


A When he did say that if additional money was needed, 


and if I remember correctly, he said to the extent or $4900, 
I could get that from Mrs.Eastment ad tnat if the market 
declined to a certain point tnat I was, my understanding 
was I would get out of all the positions, not just one. 
Now, maybe I misunderstood that, but I thought I was 


to get out of all. 


Now -=- 


Get out of everytning? 


A Yes. ai 
Q That's what you thought your instrucsions were, to 
get out of every position if the market declined? e 
A To a certain point. 
Q To a certain point? : 
A To a certain point, and I also thought, if I felt that 
the decline would be temporary I wovla try to hold on. | 
Q Right. 
This is the point where tnere is a dirference. 
You were here, you heard tne testimony, and you maintaih vy 
that you had discretionary authority to handle the account, : 
particularly anyway, really, that you wanted to, is that 


what youtre saying? 


A Well -- 
Q Or did you understand that it was Mr. Millet's intentio 
to trade only in Soya Beans. 

A Yes, he wanted to continue to hold his seven contracts, 

om hir five plus two, eventin lly of Soy Beans. 


Q That's only part of what I asked you. 


Q I asked you, what was your understanding that Mr. Mille 


wanted to trade oniy in Soya Beans, wanted to trade only in 


mo 
ot 
‘ 
‘ 


THE WITNESS: I'm sorry. | 


Soya Beans, that he didn't want anything else, just Soya Bedns? 


a. 51 


99 

A Well, it was my understanding thrt tnat was hisprimary 
interest. 

I did not think that he had ruled every otner commodity 
I did not -- 
Q In other words, you thought whenhe came in and gaveyou 
money to buy five, maybe seven contracts of Soya Beans that 
you didn‘t think he meant Soya Beans, he meant also any otner 
commodity that -- 
A Well - 
Q I'm interested in trying to find out how you could 
translate a specific order to purchase Soya Beans into an 
aithority to purchase oil, wheat, and othercommodities. 
2s Well, I believe that there was -- I don't know of any 
oil trades and I don't think there were any -- 
Q There is a trade in Soya Oil. 


A There is? 


wheat. 
Q Cotton, potatoes and wheat? 
A Cotton, potatoes and wheat. 


Q Whether there was a trade inoil -- I thought it was in 


the material -- anything other tnan Soya Beans why would you 


Well, I know there was a trade in cotton, potatoes and | 
| 
consider anything he said -- I'm interested in knowing what q 

f 
he said to you that could be translated by you to make you ‘ 


and a responsible person, consider that you had authority to 
a, 52 


trade in other commodities. 

That's the whole nub of tnis case. That's what we'rc | 
here for. 
A Yes. Well, I didn't think that he had completely ruled 
out trading in any othe r commodity and I sent him -- 
Q Stop right there. 


Why did you say that you didn't think he had ruled it 


What did he tell you that wouH iead you to believe that 
he hadn't ruled it out or that you believe he wanted you to 
expand? 

Did he simply come in and say. "Here's $5,000. Now, I 
think I‘m going to make a million dollars in Soya Beans, but 
if you see anything really good going around, trade it for 
my account"? 

Did you have that kind of authority? 


A No. 


Q Then what did he tell you that would lead you to believe 


that you could go beyond trading in Soya Beans? | 
What would constrain you to say that you had latitude | 
to trade in other commodities? 
What words did he use? What gave you this inpression? 
I can't answer that... 
. I don't -~ I cannot say that he gave me some intentionally 


that I shouH go into othercommodities. He did not say tnat. 
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Q Well, then, how did you come about the impression thac 
you could legally do this? 
A Well, there were othertrades that looked good to me and 
I believe I sent Mr. Millet some information in tne mail on 
a wheat position, wheat spread, which I thought was low 


.risk and he woulda agree with and I tnink I sent him some 


Zt aid. 
Q You sent him some information? 
A I'm talking information, meaning a specific recommenda- 


tion for a trade or explanation da trade. 


information on potatoes. I am not sure exactly, but I think 


Q You sent him a recommendation for a trade? 

That's a good part or a broker's business, to advise 
their people about opportunities? 
A Yes. 
Q Did you get a response back Saying, "Yes, I agree 
with you, go ahead," or did you get any response at all 
back -- 
A No» 
Q -~ following your advise? 
A No. 
Q But then -- 
A I sent him the information to explain, really, what 
I thought, what I did. 


Q What you did? 


Yes. 

But you took the action -- 

That's correct. 

-~- wichout either confirmation or information back? 
Without information back is correct. 


So tnat you then say you traded and then you toldhim 


A Yes. 
Q And tnat was actually what took place? 
A Yes. 
Q Anything further you want to tell me about this? 
A Well, I mentioned one thing, which I don't know is 
important, but Mr. Millet indicated tnat he had visited the 
office in New York. 
Now, I'm not sure he did not, but I do not remember his 
visit and I do not remember ever meeting witn Mr.Millet in 
the New York office. 
Did you ever talk witn him? 
But I did talk with him on the telephone. 
When did you talk to him? 
Well, when he was in tne United States, I talked to 


him quite frequently. 


l 
as 
wat you did, hoping he would confim it? 


Q What time was tnis, time ofthe year? 


A From the time I took the account to the time he left f 
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Q So, from March sometime, someti.e subsequent to March 
26th and continuing on until he departed for England, you had 
reveral conversations with Mr. Millet -- 
A Yes. 

“~~ over the telephone? 

Yes. 

To the best of your recollection. 


Right. 


We -- I would -- my guess, my recoliection would be tha 
we discussed the variousmarkets and discussed trades and 
what, how to handle positions. 

I don't -- 

Q In Soya Beans? 
A Well, a discussion -- I would have mentioned to him any 
other commodities that looked interesting to me. 

I would, I would not have limited my discussion to 
Soya Beans. 

I'm sure I mentioned, I discussed other commodities 
with Mr.Millet at tht time. 

Q This is an entirely different lineof questioning. 
How many accounts do you handie other than Mr. Millet's, 


or did you during the time you were with Conti? 


| 
| Q What were these conversations about? 
| A 


A I would say in tne area of 10 to 15 accaunts in that 


area. 


What size were they? 


Did you have anything over $10,000 where the client 


came in and he put down more than $10,000? 


A I can't answer that. I don'c remember that I did or 


I didn‘t -- did not have anything substantially larger 
than 10,000, but I may have had some at $10,000. 
Q Did you ever have any accounts where youspecifically 
and in writing were given tne authority to handle it as a 
discretionary account -- 
A No. 
Q -- in accordance with the testimony given of Mr.Waltuch 
A No, I never had. 

No discretionary papers were ever filed for any ot tne 
accounts that I ever handled. 

You never had any? 

No. 

Were you aware of the office requirement to -- 

Yes. 

-- have written authority for this? 

Yes. 

Where you use the discretion? 

That was a company, a company policy. 

A @mpany policy? 


Yes. 


Q You knew tnat? 

A Yes. 

Q Is it a fact, then, that you did handle this account 
as if it were a discretionary account? 

A Yes, that's correct. 

I would add though, th-t I believe tnat part of the, 
most of the discretionary trading was motivated becauce of 
the Soy Bean market and the, the positions, the equity and 
the price of Soy Beans. 

Now, I just would like to show Guakkion here, which is 
simply a chart of tnese prices here. 

JUDGE LIEBERT: All right. 

THE WITNESS: Just a graphical presentation, and you can 
see that during this whole period Soy Beans had very serious 
sell offs and the whole trade was very questionable at the 
time and it looked like themarket, during the entire summer 
was -- I have another one here. 

JUDGE LIEBERT: We need an origiml and I need two 
copies for the record and I'm taking a Gopy Of @ graph entiti 
“November Scya Beans, Chicago, 1972," ana will mark it for 
identification as Exhibit 8. 

(Whereupon, above referred to 
document was received and marked 
Exhipit 8 for identification, of 
this date.) 


JUDGE LIEBERT: Where did you secure tnis inrormation? 


| 
| 
| 
. 
| 
| 
| 
| 
| 
| 
| 


THE WITNESS: A chart service I subscribe to. 

I did not do tnis myself. 

There are frequently errors in their charting,but I 
don't think there are any in here. 

The ..umpers can be verified from the statements given 


and I think it shows rignt that tneSoy Bean market, rignt 


into early August, had some very serious shocks andsell 


offs, which, at least on three occasions, to the point where 
I think ”:.Millet's account would have been liquidated if 

I had done exactly, if I had chosen to exercise the stop 
loss point. 

Q (By Judge Liebert) Let's stop right there. 

You had a sell off, his account went below the margin. 

A Yes. 

Q You testified a few moments ago that you tnought when 
@™m account reached a certain point tnat your instructions were 
to sell it out completely. not go for additional margin to 
Mrs. EBastment or anything else, but to sell it out, not one 
contract, but completely. 

A That is what I thouht. 

Q You thought those were your instructions? 
A I may have been mistaken, but that is wnat I thought. 
Q You thought that and a man usually acts in accordance 
with his thoujyhts and that was your judgment at that time. 


A Yes. 


20 


21 


22 


23 


24 
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Q I asked you, then why, if that was what you thought 
your instructions were, didn't you fullfill your client's 
instructions and sell him out, if tnat's what you thought 
you snould do at that time? 
A Well, naturally, I'msorry I did not do that,but I 
wanted to see Mr. Millet hold the November Soy Bean position, 
because I, I agreed with his analysis of the market. 
Q Very well, did you specifically communicate with Mr. 
Millet at that time and say, “Look, tnis is an up to date 
reading on this thing. My advise, my current advise is this: 
the current position which has changed is this: Now, let's 
take a new bearing on this"? 

What did you do to attempt to get to Mr. Millet to 
modify his instructions? 

A Well, I shou have said I think -- I thought that, 

initially. the instructions were, had some flexibility or 

tnat if it got, if the market declined to a certain point 

I should sell him out, but if I thought we could recover I 
wuld hold on. 

I thought there was a certain latitude that I had an 
certain discretion I had in not exercising a stop point and 
not getting out, so I didn't have to do it unless I felt it 
was absolutely urgent. 

Q I am trying to evaluate your two statements here. 


This point is the wnole nuk of this confrontation case. 
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You just saia you thought it was the best of your | 
thoughts when it hit a decline point that you snould 
liquidate the whole position. 

Now. you have just said that you thought that that 
wasn't your instruction, but your instruction was that you 
had the discretion in liquidating and not liquidating -- 

A I thought -- excuse me, go ahead. 

I'm sorry. 

Q I'm trying to find out just what were your thoughts? 
A I thougnt that I had discretion in choosing not to 

liquidate if I could see my way to hold on. 
Q Then what were your instructions to get additional 
money whicn would be needed in tne account when it went below 
the margin requiremert ? 
A My recollection was that my instructions wewthat I 
cou have received another $400, and I don't think that 
wuld have been enough to handle the situation. 
Q Stop right there. 

Did you ever ask -- 

No. 
Q -- for the $400? 
A I didn't request for the $400 because I did not want 
to see Mr.Millet put any more money into the account. 

That's why I didn't do it. 


I did not ask for the $400 at that time. 
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Q If you didn't get tne $400 and it went below the margin 


how did you accommodate his account to prevent having to 
Lliguidate anything® 
A Well, the only way that I couH have made the account 
adequately margined according to the rules would be to sell 
another month short, and, in which case, another month of 
Soy Bean short in whicn case the margin requirements are 
reduced. 
Q Thai's what you did? 
A That's what f dad. 

JUDGE LIEBERT: Do you have anythirg else to add to 
this? 

THE WITNESS: Let me just -- no, I just would say that 
I think tnat in the instructions to close out the final 
November Soy Bean commission I think that was done ina 
telephone call from England to me by Mr.Millet and that by th 
tame he arrived in the United States I think the account had 
been liquidated. 

JUDGE LIEBERT: In other words, sometime prior to 
September 12th? 

THE WITNESS: That's another point. 

JUDGE LIEBERT: On or about September 12th? 

THE WITNESS: I think the date is not quite mrrect 
here; that the Soy Bean position was liquidated on October 


10th, I'm sorry. October llth, 10/11/72, according to this 
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statement, not October 30th as I think was mentioned earlier.}| 

JUDGE LIEBERT: Whatever was done, that's in 1972, 
the liquidation? 

THE WIW ESS: Yes. 

JUDGE LIEBERT: Now, of course you understand that the 
real nub of tnis contraversy is what your instructions were 
and what did you do as a commodity adviser. 

THE WITNESS: Yes. 

JUDGE LIEBERT: Pursuant to those instructions. 

Did you follow the instructions or did you deviate 
from them, and, so, in tnat vain and in that connection, 
you have anything additional to say? 

THE WITNESS: No. 

I did supply something in writing sometime back. 

Is that part of the-- 

JUDGE LIEBERT: No. 

Supplied to whom? 

THE WITNESS: To Eugene Meyer. 

JUDGE LIEBERT: Yes, that's the answer. 

That is what has been taken here to be your answer. 

Under the legal procedures you make a complaint and 
then youfile an answer, but in lieu of having a lawyer file 
an answer you made a narrative statement and this statement 


was taken in lieu of an answer, but, in the vernacular all an 


answer is is explaining the person's position so we can trans 
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pose tnat and that's why we're here in response to that 
answer and in tne framework of your answer which leads me 
to believe that you did what you did do because of things 
you stated in the answer. 

THE WITNESS: That's correct. 

JUDGE LIEBERT: And tne things you stated here today, 
and I will take that all in consideration in rendering my 
opinion. 

I wondered if there were anything further? 

THE WITNESS: No. 

JUDGE LIEBERT: I have mly one thought and it's tnis: 

It follows one step further behind the previous 


question I asked. 


I asked what would happen when margin was required 


and what's available. 
You said you would sell another month short. 
I understand that. 
Now, why would it be necessary to go in at a subsequent) 


date and buy long another ‘commodity or sell short another 


commodity? 
THE WITNESS: That was not necessary, you are rignt. 
JUDGE LIEBERT: Why did you do that? 
THE WITNESS: I honestly tnought that Mr.Millet would 
agree with the trade. 


JUDGD LIEBERT: And you did it hoping tnat if you made 
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{[Cross-Examination of Robert Haltmier} 
money he would be happy? 


THE WIINESS: Yes. 

JUDGE LIEBERT: And without thinking that you might 
lose money by doing it? 

THE WITNESS: You never tnink you are going to lose, 

I guess. 

JUDGE LIEBERT: And you recognize that was unauthorized? 

THE WITNESS: Yes. 

JUDGE LIEBERT: Weil, is there anything further? 

THE WITNESS: No. 

MR. BADER: Just one or two questions and I also would 
like to state for the record that as opposed to going through 
everyone of the P & S statements now andshowing where margin 
was not required when the trades were put on, that will be 
Gone in briefs. 

JUDGE LIEBERT: Very well. 

MR. BADER: A couple of questions. 

CROSS EXAMIDA TION 
Q (By Mr. Bader) Mr. Haltmier, whenis an account out of 


margin during the day? 


Is it at the close of the day, the opening of the day? 


A It's the close of the previous day. 
Q Do you call every customer -- you say you had 15 
customers. 


During that period, did you call them as a matter of 
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cour se? 
Wasn't that your business to call up the customers? 


A It's a very difficult business and it's sometimes 


I try to do it if possibie, if it isn't possible, I hav 
to take action and call them later on. 
Q Just witn regard to future purchases you know. 
A I'm talking about how I would handle an account 
generally, not specifically this account. 


Some customers cannot always be reached during the 


impossible to call 15 customers if something had to be done. é 
MR. BADER: Your Honor, I am just going to object to 

the introduction of this chart only to the extent that it ; 

conflicts with the official price list that was introduced : 

by Complainant. | 
JUDGE LIEBERT: Well now, I have two price licts. 
MR. BADER: I object to the chart. 
JUDGE LIEBERT: Very well. cE 
I am going to admit Exhibit 8. : 
MR. BADER: Lastly, I request that any exhibits tnat 

have been offerred, except forthis chart, be introdeed into 


evidence if they haven't already been. 


JUDGE LIEBERT: Everything has been received except Khipit 


7 waich is now received in evidence. That's the printout. 


Ana Exhinit 8, which is a chart purporting to show pricd 
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fluctuations in November Soya Beans is received in eviaence 
as Exhibit 8, for whatever purpose. 
(Whereupon, Exhibits 7 and 8 for 
identification, were received 
into evidence of this date.) 

JUDGE LIEBERT: Anything further? 

MR. BADER: I have nothing further. 

JUDGE LIEBERT: Very well. 

Do you have anything further? 

MR. HALTMIER: No. 

JUDGE LIEBERT: I believe, then, that concludes the 
business of this proceeding, except for fixing a time for 
the filing of briefs. 

Now, it is customary in proceedings of this kind, that 
after a transcript has been received of the testimony taken 
here and copies of the Exhibits, that you may suggest to me 
the proposed findings of fact, and, not being a lawyer, I 
indicate it means you tell me what you think it is I ought 
to find as a fact, and, based upon that fact and the law 
applicable tne law I snould conclude as a result of the fact 
in the disposition of this case. 

We call that a brief or proposed findings of fact and 
a brief on the facts and law with some argument. 

Mr. Bader will do the same thing and as customery in 
cases of this sort to have complainant whicn is the Commodity 
muchange Authority to , represented by mr, Bader, to file hi- 
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UNITED STATES OF AMERICA # 
Before the 


COMMODITY FUTURES TRADING COMMISSION 


Rhee B 


” 
“ 


hay 5, 1976 


HEARIAIC oI rRY 


In the Matter of CFTC Docket No. 75-2 


ROBERT HALTMIER OPINION IMPOSING 
REMEDIAL SANCTIONS 


OPINION OF THE COMMISSION 


The respondent, Robert Haltmier, has appealed to the Commission 
from the decision and order of an Administrative Law Judge, prohibiting 
him from trading on or subject to the rules of any contract market for 
a period of five aa The respondent, who was employed as an account 
executive with the registered futures commission merchant firm of 
Conti-Commodity Services ("Conti"), was alleged to have executed 208 
transactions for the regulated commodity futures trading account 


of a customer (Albert Millet) without his knowledge or authoriza- 


tion. The complaint filed before tho Secretary of Agriculture charged 


the cespondent with a willful violation of Section 4b of the Act, 


1/ The Administrative Law Judge also ordered that the respondent 
cease and desist from violations of Section 4b of the Commodity 
Exchange Act, 7 U.S.C. §§1-22 (Supp. IV, 1974). 


-2- 
x 7 ag 
7 U.S.C. §bb. A hearing was held on January 16, 1975, before Adminis 
trative Law Judge John G. Liebert (the "Administrative Law Judge"), to 
determine whether the respondent's alleged actions were in violation 
of Section 4b of the Act, which provides in pertinent part: 
It shalt be unlawful (1) for any. - - employee of 
- amy member [of a contract market!, in or in connect ion 
with any order to make, or the waking of, amy contract 
of sale of any commdity in interstate commerce, made, 
or to be made, on or subject to the rules of any 
contract market, for or on behalf of any other 


person. . 


(A) to cheat or defraud or attempt to cheat 
or defraud such other person. «s+ + 


In March of 1972, Albert Millet's account with Conti was 
transferred to the respondent from another account executive at 
that firm. Millet gave the respondent specific instructions to 
trade only in soybean contracts. On March 27, 1972, the date on 
which the respondent made the initial purchases for Millet's account, 
the account contained approximately $5,000. Margin on that date 


was $1,000 per soybean contract. The Administrative Law Judge 


found that the respondent initially purchased five such contracts 
a7 
for Millet's account. Millet's instructions to the respondent 


2/. On June 10, 1974, the Assistant Secretary of Agriculture 
instituted these proceedings by filing a complaint and 
notice of hearing. Since tne institution of these pro- 
ceedings, the Commodity Exchange Act was amended by the 
Commodity Futures Trading Commission Act of 1974, Pub. L. 
No. 93-463 (Oct. 23, 1974). The Commodity Futures Trading 
Commission was also created as a result of the amendments 
to the Act and has taken jurisdiction of this matter from 
its predecessor agency, the Commodity Exchange Authority, 
under authority of Sections 411] and 412 of Pub. L. No. 
93-463 (Oct. 23, 1974). 


Although the respondent testified that he initially purchased 
t ive soybean contracts for Millet's account, the statement of 
account, dated April 18, 1972, indicates that on March 27, 1972, 


only two contracts in “November Beans" were purchased for Millet's 
account. a. 163 


ae i 


were to purchase aS many soybean futures contracts as he could with 

the money available for margin, and to hold them for a period of at 
least six months, so that anticipated profits would be taxed as long- 
term capital gains. The respondent was authorized to make additional 
purchases of soybean contracts if the market went up as anticipated. 
According to the Administrative Law Judge's findings, Millet also 
instructed the respondent that an amount up to $500 could be obtained 
from Mrs. Elizabeth Fastment to supplement his margin account. Having 
transferred his account, Millet then left for England on April 1, 1972, 
and did not return to the United States until the end of October of 


that year. Before leaving, Millet had directed the respondent 


to forward his monthly activity statement to his address in England. 


However, the statements apparently were sent to Mrs. Eastment's 
address and held at the post otfice, as she also spent the summer 

in Europe. Other than the receipt of one letter from the respondent, 
which Millet testified was illegible, he received no other communica- 
tion from the respondent while he was abroad. when Millet returned 
from England at the end of October and discovered that substantial 
activity had occurred in his account, he directed that the account 

be closed. The Administrative Law Judge found that after the initial 
purchase of soybean contracts, the respondent had engaged in some 208 
additional transactions involving 690 contracts which, besides soybeans, 
included soybean oil, soybean meal, wheat, cotton, and potatoes. The 
Administrative Law Judge also found that Millet had not vested the 
respondent with the discretionary authority to make the trades in 


question. 


-4- 


The respondent, who is acting pro se, has raised a number of 


issues in this appeal. ‘The Commission, however, having reviewed 

the record and submissions by the respondent has determined that only 
two of the many issues raised by the respondent need be considered: 
(1) whether there is substantial evidence in the record to support 
the findings of fact and conclusions of law of the Administrative 

Law Judge that the respondent willfully violated Section 4b of 


the Act as charged; and (2) whether the sanctions imposed by the 
; 4/ 
Administrative Law Judge were excessive on the facts of this case. 


EG 


4/ The respondent also challenged: (a) the objectivity of the 
Administrative Law Judge to render an impartial decision in 
this matter, as a result of a conversation which the Adminis- 
trative Law Judge had with Millet after the hearing, apparently 
involving a mutual friend; (b} the Administrative Law Judge's 
findings as to the reason for the transfer of Millet's account 
to the respondent from another account executive at Conti; 

(c) the Administrative Law Judge's determination to give more 
credence to Millet's testimony than to that of the respondent, 
alleging that Millet committed perjury; and (d) the Adminis- 
trative Law Judge's finding that the respondent had written 

"  . . a report to Millet of what he had done, or intended 

to do, and mailed this to Mrs. Eagtment's address." 


The Commission has found no evidence of bias on the part of 
the Administrative Law Judge or of perjury by Millet. The 
respondent's other allegations of error are not supported by 
the record and are therefore found to be without merit. 


Although a number of the respondent's exceptions to the 
Administrative Law Judge's findings of fact are without 
basis, the respondent is correct that the date of the 
initial purchase of soybeans for Millet's account was 
March 27, 1972, and not April 18, 1972, as indicated in 
the Administrative Law Judge's findings of fact. In 
addition, contrary to the Administrative Law Judge's 
findings, there was no margin change in soybeans in June. 


while the Administrative Law Judge was mistaken as to the 
above findings of fact, these errors are not material to 
the conclusion that the respondent's actions involving 
unauthorized trading constituted a violation of Section 
4b of the Act. The above findings of fact are, thus, 
harmless errors. 


a. 165 


ISSUE _OF UNAUTHORIZED TRADING 
We find that the Administrative Law Judge's conclusion that the 
respondent willfully violated Section 4 of the Act, ly unau thor ized 
trading in Millet's account, is supported by the weight of the evidence 


5/ 
in the record. 


The respondent has challenged the Aaministrative Law Judge's find- 
6/ 


ing that Millet's account was not a "discretionary account." Norton D. 


Waltuch, an official of Conti, testified at the nearing that Conti 
would not authorize a "discret lonary account" in an amount less 
than $10,000, and that such an account would have to be accepted 
by them and approved in writing. The respondent's testimony indicated 

_ that, notwithstanding the rirm's rules, ine had handled the Millet 
account as a "discretionary account." Haltmier also testified 
that he was aware of his firm's policy regarding "discretionary 
accounts," and further acknowledged that Millet had not given him 
specific instructions to trade in commdities other than soybeans. 

A review of Miliet's testimony indicates that he intended the re- 

spondent to have limited discretion with regard to the purchase of futures 
contracts in soybeans. However, he specifically testified tnat soybeans 


were the only contracts in which the respondent was authorized to trade. 


On review by cuurts of appeals, the findings of the Commission as 
to the facts will be conclusive if supported by the weight of the 
evidence in the record. 7 U.S.C. §9. 


A “discretionary account" 15 an account whet eby the broker, author ized 
to trade in the account, may execute buy and sell orders without the 
prior consent of the owner for each individual order. Such authority 
is generally vested 1n tne proker by a bianket written agreement. 
Under the rules of the Chicago Board of Trade and Chicago Mercantile 
gene oe a "discretionary account" requires a minimum opening balance 
° ; : 


. -& 


While the respondent's failure to comply with the firm's policy regard- 
ing “discretionary accounts” is not conclusive of the fact that the re- 
spondent's trades in Millet's account were unauthorized, when coupled 
with Millet's testimony, there can be little doubt that the respondent 
was not given unlimited discretion in handling Millet's account. 
After the initial purchase of soybean contracts on March 27, 
1972, the respondent made an additional 208 trades in Millet's account 
which, while to a large extent in soybeans, also inciuded soybean oil, 
soybean meal, wheat, cotton, and potatoes. It is clear that those 
transactions in commodities other than soybeans were not authorized 
by Millet, and were not within the respondent's scope of discretion. 
The Commodity Futures Trading Commission's predecessor ibis ale 
consistently held that unauthorized trading in an account of a customer 
by an employee of a registered futures commission merchant constituted 
a as or defrauding such customer in violation of Section 4b of the 


Act. We agree with those decisions and find the respondent's action 


9/ 
to have been a willful violation of the Act. 


7/ See note 2 supra. 


8/ George Rex Andrews, 32 A.D. 553 (1973); Elliott Alkow, 31 A.D. 
1353 (1972); Edward Weitman, 30 A.D. 600 (1971); Rodger Harris, 
29 A.D. 1330 (1970); The Siegel Trading Co., Inc., 29 A.D. 189 
(1970); William R. Thompson, Jr., 27 A.D. 335 (1968); Douglas 
Steen, 21 A.D. 107 (1962). 


See Goodman v. Benson, 266 F.2d 896, 900 (7th Cir. 1961), which 
holds that *. . . if a person 1) intentionaily does an act which is 
prohibited, -- irrespective of evil motive or relianc on erroneous 
advice, or 2) acts with careless disregard of statutory reguire- 
ments, the violation is wilful... 


a. 267 


Pilg 


The Act imposes a high degree of trust on those engaged in 
trading activity with customer's funds, and in this instance, the 
respondent's activities breached that trust by disregarding Millet's 
instructions. Consequently, we find that the weight of the evidence 
in the record supports the Administrative Law Judge's conclusion 
that the respondent willfully engaged in unauthorized trades in 


violation of Section 4b of the Act. 


II. ISSUE OF THE SEVERITY OF THE SANCTIONS 


In imposing sanctions on the respondent, consisting of the 
issuance of a cease and desist order, and a denial of all trading 
privileges for a period of five years, the Administrative Law Judge 
followed the recommendation of the Commodity Exchange Authority, the 
predecessor agency to the Commission in administering the Act. In so 
doing, the Administrative Law Judge implied that the severity of the 
trading ban was based, at least in part, on the fact that the respondent 


was not required to be registered under the Act, and therefore, it was 


not possible to revoke Or suspend any license as a result of his having 


violated the Act. 
As a result of the 1974 amendments to the Act, in order to be 
employed as an account executive with a futures commission merchant, 


the respondent wil] be required to file an application for registration 


~B- 


as an associated person of a futures commission merchant under Section 
10/ 
4k of the Act. Pursuant to Section 8a(2) of the Act, as amended , 


7 U.S.C. §12a(2): 
The Commission is authorized... 
(2) to refuse to register any person. . - 


(B) if it is found, after opportunity for 
hearing, that the applicant is unfit to 
engage in the business for which the 
application for registration is made, 

(i) because such applicant . . . at any 

time engaged in any practice of the 

character prohibited by this Act or was 
convicted of a felony in any State or 

Federal Court, or was debarred by any 

agency of the United States from contract- 
ing with the United States, or the applicant 
willfully made any material false or mislead~ 
ing statement in his application or willfully 
omitted to state any material fact in connec- 
tion with the application, or (ii) for other 
good cause shown. . . - 1)/ 


If the respondent submits an application at the expiration of the 
period during which he is prohibited from trading, his violation of 
Section 4b of the Act could serve as the basis for a future denial of 


registration as an associated person, absent evidence of rehabilitation. 


ee ee. ea oe 


10/ Section 4k of the Acc, as amended, 7 U.S.C. §6k, provides in 
pertinent part: 


(1) It shall be unlawful for any person tc be associated 
with any futures commission merchant . . . in any 
capacity which involves (i) the solicitation or 
acceptance of customers' orders (other than in 
a clerical capacity) or (ii) the supervision of 
any person or persons so engaged, unless such person 
shall have registered, under this Act... 


1l/ See Jack W. Savage, CFIC Docket No. 76-1 (March 1, 1976). See 


Also Standards for Denial of Registration, 40 Fed. Reg. 28125 
(July 3, 1975). 


a. 169 
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In view of the registration requirements of the Act, the Commission 
believes that a five-year sanction is excessive on the facts of this 
case. Accordingly, the sanction will be reduced to eighteen months, 
during which time the respondent will be prohibited from trading on or 
subject to the rules of any contract market. 

In order to effectuate properly the prophylactic purposes of the 
Act, a determination must be made, in each case, of the effect of an 
Order suspending or prohibiting a person from trading on or subject to 
the rules of a contract market for a specified period of time. A short 
suspension imposed on a futures commission merchant may well have a 
more substantial impact than a much longer sugpension would have on the 
occasional speculator. Where a firm's or individual's sole income is 
derived from trading in the futures markets, an Order revoking trading 
privileges for even a short period of time, in most cases, would have 
a significantly greater economic effect on the person sanctioned 
than it does on the occasional speculator. Thus, in imposing any 
sanction, the Commission ordinarily will consider and evaluate the 
effect that a sanction has on the particular respondent. In any case, 
the severity of the sanction should bear some correlation to the 
gravity of the violation committed. 

A Commission Order suspending or prohibiting trading privileges 
generally should be long enough to serve as a deterrent to future 
violations by the respondent, and also discourage similar actions by 


other potential violators. However, if the violation for which the 


sanction to be imposed is particularly egregious, or if the violator 


~10- 


has consistently tlaunted the Act or the Commission's rules and 
cegulations, the Commission will uct etlectively (oO bupose vanctioms 
sufficiently severe to protect the public interest. 

It is the Commission's view that an Order prohibiting the resjaond- 
ent from trading on or subject to the rules of any contract market for 
eighteen months is a sufficiently severe sanction for the respondent's 
actions involving unauthorized trading. At the expiration of the 
period of prohibit ion of trading, the respondent, if he intends to 
resume his association with a futures commission werchant, will have to 
apply for registration with the Commodity Futures Trading Commiss ion 
pursuant to section 4k of the Act, aS a.ended. At such tine, his fit 
ness for registration under the Act will be reviewed by the Commission. 

Accordingly, for the reasons set forth above, we affirm the find- 
ings and conclusions of the Administrative law Judge that the respondent 
willfully violated Section 4b of the Act as charged. However, as 
indicated in this Opinion, the prohibition fron trading on or subject 
to the cules of any contract market shall be for a period of eighteen 
months, which shall commence on the twentieth day after the date of 


this Opinion and Final Order. In all other repects, the order of the 


Administrative Iaw Judge is affirmed. An appropriate Order by the 


Commission will be issued. 


By the Commission (Chairman BAGLEY, Vice-Chairman RAINBOLT, and 
Commissioner MARTIN). Commissioner DUNN not participating and 
Commissioner SEEVER: dissenting. 


COMMISSIONER SEEVERS DISSENTING 


In my opinion, this case should be cemanded for a new hearirg 
before another Administrative Law Judge. A summary discussion of the 
pertinent facts in this proceeding will show my I do not subscribe 
to the majority's disposition. 

In concluding that the respondent willfully violated Section 
4b of the Act by unauthorized trading in Millet's (the camplaining 
customer's) account, the Administrative Law Judge rejected the 
respondent's contention that the trades in question were within 
his discretion. The Administrative Law Judye apparently found 
Millet to be a more credible witness than Haltmier, the I 8 
and based his decision upon Millet's testimony that he had not 
authorized the respondent to trade in any commodities other than 
the initial soybean contracts. 

Absent a substantial showing of error, I would not ordinarily 
question the findings of an Administrative law Judge as they pertain 
to the weight of the evidence adduced at a hearing. However, in 
this case, there are a number of matters which make it difficult to 
conclude that the Administrative Law Judge's findings are supported 
by the weight of the evidence. 


A review of the Administrative Law Judge's findings and conclusions 


reveals at best a carelessly written decision. ‘The Commission Opinion 


has noted that, as asserted by the respondent, the date of the initial 


1/ The Administrative Law Judge's findings indicate: "On the basis 
of the evidence, we place? more credence on the testimony of Millet." 


purchase of soybeans for Millet's account was incorrect. In 


reviewing the record and submissions, the Commission also found 


that, contrary to the Administrative Law Judge's findings, there 


was no margin change in soybeans in June, which is also corrobora- 
tive of the respondent's testimony at the hearing, notwithstanding 
expert testimony to the contrary. 

The complaint, filed by the Assistant Secretary of Agriculture, 
charged the respondent with having made "208 transactions involving 
690 contracts" during the period April 18, 1972 to October 10, 1972, 
without authorization. At the beginning of the hearing, the 
Administrative Law Judge asked for and obtained a stipulation from 
the respondent that he had in fact made the transactions in question 
for Millet's account. However, the Administrative Law Judge, ir his 
findings of fact, stated: "Respondent admitted that these 208 trans- 
actions were not expressly authorized by Millet." The record, however, 
does not support that finding. Haltmier testifed: "I thought that 
I had discretion in choosing not to liquidate if I could see my way 
to hold on." At the conclusion of the hearing, the Administrative 
Law Judge stated to Haltmier: 

JUDGE 

LIEBERT: . . . I asked what would happen when margin was 

required and what's available. You said you would 
sell another month short. I understand that. Now, 
why would it be necessary to go in at a subsequent 
date and buy long another cammodity or sell short 
another commodity? 


THE WITNESS 
{Haltmier]: That was not necessary, you are right. 


zx keer 


JUDGE 
LIFBERT: And you recognize that was unauthorized? 


2/ See footnote 4 of the Commission's Opinion. 


a. 173 


THF. WITNESS: Yes. 

Taken in context, however, neither the respondent's stipulation 
that he made the "208 transactions” in question, nor his acknowledge— 
ment that the method he employed in meeting margin requirements was 
"unauthorized," can be construed to support the Administrative Law 


Judge's finding that "[r]espondent admitted that these 208 


additional transactions were not expressly author ized by Millet.” 


Whether Haltmier willfully engaged in unauthor ized trading turns 
on whether the weight of the evidence supports a finding that Millet 
did not vest the respondent with complete discretionary trading 
authority, but instead he specifically instructed him that trading 
was to be restricted to the purchase of futures in soybeans which 
were to be held for at least six months, and that Haltmier acted 
contrary to those instructions. 

Millet's testimony regarding his directions to Haltmier does 
not reflect emphatic instruction to restrict trading to soybeans. 

To the contrary, Millet's testimony is confused and reveals on two 
occasions that he directed the respondent to buy as many "futures, 
six months in the future," as the money ($5,000) would permit. 

In recalling the circumstances surrounding the establishment 
of his account with Conti, Millet testifed: 

. . « I went in to see Mr. Haltmier when he was 
assigned to my account and I said, 'I don't want 
any of this nervous business of spreads, purchasing 


pork bellies and cocoa and whatever, I just want as 
many futures, six months in the future, as the money 


will permit -- [emphasis suppl ied] 

Perhaps -- 

—— and I repeated this over and over and over again, 
and the only discretionary power he {Haltmier] was to 


have was to sell a contract in case my margin was not 
high enough. 


a. i74 


wide 


Wnen Millet was later asked to recollect his initial instructions 
to llaltmier, he testified: 


I don't remember the exact words. The intent of 
what I said and repeated it was that, ‘Buy as many 


futures with $5,000 as you could and hold that for 
Six months.’ [emphasis supp] ied] 
Q Buy as many futures? 
A Soy Beans. (sic) 
Later when asked whether he had instructed Haltmier ". . . just to main- 
tain a six month future in Soy Beans (sic)," Millet answered, "{yles." 
Following the hearing, Millet, Mrs. Eastinent, and the Administra- 


tive Law Judge apparently partook in a conversation of some thirty or 


forty minutes which, according to the respondent, involved a mutual 


friend of Millet, Mrs. Eastment, and the Administrative Law Judge. 
Although there is no evidence of any impropriety stemming from the 
conversation, the respondent's allegation of perjury as to Millet's 
testimony concerning the scope of the respondent's discretion over 
Millet's account raises at least the appearance that the Administra- 
tive Law Judge may have been less than objective in his decision. 

It is imperative that Administrative Law Judges conduct them- 
selves at all times in such a manner so as to avoid even the slightest 
appearance of predisposition or prejudice toward a case. The imposi- 
tion of a five-year prohibition from trading on or subject to the rules 
of any contract market reflects, on the facts of this case, either an 
overly severe sanction or is indicative of a bias against the respond— 


ent. While the Commission has seen fit to reduce the sanction to 


=l6- 


eighteen months, as indicated earlier, I would go further and 


remand the case to another Administrative Law Judge for a new 


hearing so as to remove any doubt of impartiality or bias against 


the respondent which may have resulted at the conclusion of the 
hearing, when Millet, Mrs. Eastment, and the Administrative Law 


Judge engaged in "friendly" conversation. 


Wetton, 
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UNITED STATES OF AMERICA 
Before the 
COMMODITY FUTURES TRADING COMMISSION 


RECEIVED 
Cric 


WEARIAIC mr remy 


In the Matter of : CFTC Docket No. 76-2 


ROBERT HALTMIER ORDER IMPOSING 
REMEDIAL SANCTIONS 


FINAL ORDER 


Robert Haltmier has appealed from the decision and order of an 
Administrative Law Judge ordering that he cease and desist from the 
unlawful activities with which he was charged, under Section 4b of 
the Act, and that he be prohibited fran trading on or subject to 
the rules of any contract market for a period of five years. 

The Commission, having reviewed the record and submissions, 
and for the reasons stated in its Opinion dated May 5, 1976, 
hereby Orders that the five-year prohibition from trading on or 
subject to the rules of any contract market, be reduced to a period 
of eighteen months. 

Accordingly, IT IS ORDERED that Robert Haltmier be prohibited 
from trading on or subject to the rules cf any contract market for 
a period of eighteen months, and a’) contract markets shall refuse 
all trading privileges to him during said period. Such prohibition 
and refusal shall apply to all trading done and all positions held 


directly, or indirectly, whether for his account, or for the account 


== 


of any other person. The prohibition from trading and denial of 


trading privileges shall become effective on the twentieth day 
after the date of this Opinion and Final Order. 

IT IS FURTHER ORDERED that Robert Haltmier, in addition to 
being prohibited from trading on or subject to the rules of any 
contract market for a period of eighteen months, shall fram the 
date of this Order permanently cease and desist from placing, or 
causing to be placed, in any customer's account, any contracts of 
sale of any commodity for future delivery, without the prior knowl- 
edge, consent Or authorization of such customer, OF otherwise to 
cheat or defraud, or attempt to cheat or defraud, any person in 
connection with any order to make, or the making of, any contract 
of sale of any commodity for future delivery on or subject to the 


rules of any contract market for, or on behalf of, any person. 


By the Commission (Chairman BAGLEY, yice-Chairman RAINBOLT, and 
Commissioner MARTIN). Commissioner DUNN not participating and 
Commissioner SEEVERS dissenting. 


PALI: 


W am T. Bagley 
Chairman 
Commodity Futures Trading Commiss ion 


pated: May 5, 1976 
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